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FINANCIAL HIGHLIGHTS 


We regret to announce that James D. McCarthy died 
recently following a lengthy illness. He had been Vice- 
President, Manufacturing, and a Director of the Company. 
He joined a predecessor company in 1946 and his broad 
knowledge of the wood products industry and superlative 
qualities of leadership contributed greatly to the growth 
of the Company. 
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YEARS ENDED DECEMBER 31 
Sales 

Increase (decrease) over preceding year 
Net Income (loss) 

Increase (decrease) over preceding year 
Net Earnings (loss) (after Preference Share Dividends) 

Per Common and Ordinary Share 
Dividends Per Share 

Preference — Series A 

— Convertible 

Common 

Ordinary 
Cash Flow from Operations* 

Per Common and Ordinary Share 
Ratio of Current Assets to Current Liabilities 
Capital Expenditures 

Plant, Property and Equipment 

Timber Holdings - 

Logging Development 
Long Term Debt 
Shareholders’ Equity Per Common and Ordinary Share 


*Cash flow is Net Income plus Depreciation, Depletion and 


Amortization and Change in Deferred Income Taxes. 


1970 1969 
$119,748,000 $137,078,000 
(12.6)% 5.1% 
$( 930,000) $ 6,315,000 
= (5.4) % 
$( 1,399,000) $ 6,026,000 
$(.46) $1.98 
$1.05 $1.05 

$ .82 = 

$ .50 $ .50 
$ 6,132,000 $ 12,507,000 
$2.02 $4.12 
2.32 2.12 
$ 5,660,000 $ 6,103,000 
$ 4,085,000 $ 1,036,000 
$ 2,041,000 $ 1,799,000 
$ 13,124,000 $ 13,497,000 
$15.48 $16.08 


FINANCIAL SUMMARY 


Years ended December 31 


SALES AND EARNINGS ($000) 1970 1969 1968 1967 1966 1965 
Sales 119,748 137,078 130,470 113,993 103,634 98,973 
Cost of Sales 105,302 107,900 101,290 93,349 86,763 82,471 
Selling, Shipping and Administrative Expenses 14,851 14,834 13,763 13,504 12,444 10,805 
Depreciation, Depletion and Amortization 6,162 6,092 5,455 6,027 6,643 6,075 
Interest Expense — Current 1,142 653 291 947 1,141 606 

— Long Term 876 872 927 983 1,045 1,144 
Income Taxes (recovery) ( 1,041) UA) 8,400 2,900 1,915 2,600 
Net Income (loss) (930) 6,315 6,677 2,585 1,806 1,886 

SHAREHOLDERS’ FINANCIAL DATA 
Dividends paid on Preference Shares ($000) 469 289 289 289 230 — 
Dividends paid on Common Shares ($000) 400 400 400 400 400 400 
Net Income Retained in (Flowing from) 

the Business ($000) ( 1,799) 5,626 5,988 1,896 1,176 1,486 
Net Income (loss) per Common and 

Ordinary Shares ($) (.46) 1.98 2.10 76 by .62 
Common Shares Outstanding 800,000 800,000 800,000 800,000 800,000 800,000 
Dividends per Common Share ($) 50 .50 50 50 50 .50 
Number of Common Shareholders 2,136 2,170 2,685 3,863 4,007 3,988 
Ordinary Shares Outstanding 2,237,682 2,237,682 2,237,682 2,237,682 2,237,682 2,237,682 
Number of Ordinary Shareholders (Note 1) 1 1 1 1 1 1 
Preference Shares Outstanding 495,000 275,000 275,000 275,000 275,000 — 
Number of Preference Shareholders 4 2 2 2 2 — 

BALANCE SHEET ITEMS ($000) 

Current Assets 44,448 52,299 41,759 40,541 47,718 43,413 
Current Liabilities (19,147) (24,635) (17,828) (19,946) (30,505) (27,540) 
Working Capital 25,301 27,664 23,931 20,595 17,213 15,873 
Investments and Deferred Costs 2,503 3,019 3226 B00 3,786 2,484 
Timber Holdings and Logging Development, Net 17,430 14,243 14,572 15,427 17,501 19,608 
Plant, Property and Equipment 66,486 58,525 54,739 52,821 54,551 53,419 
Less Accumulated Depreciation (36,044) (29,803) (28,236) (26,906) (25,380) (23,304) 
Long Term Debt (13,124) (13,497) (13,807) (16,411) (20,356) (23,025) 
Deferred Income Taxes ( 6,700) ( 5,800) ( 5,700) ( 6,160) ( 6,475) ( Sei) 
Minority Interest — —_ — — = ( 5,353) 
Preference Share Capital ( 8,800) ( 5,500) ( 5,500) ( 5,500) ( 5,000) — 
Common Share Capital ( 8,752) ( 8,752) ( 8,752) ( 8,752) (eSaro2) ( 8,752) 
Ordinary Share Capital (17,437) (17,437) (17,437) (17,437) (17,437) (17,437) 
Contributed Surplus ( 4,644) ( 4,644) ( 4,644) ( 4,644) ( 4,644) ( 4,644) 
Retained Earnings 16,219 18,018 12,392 6,404 4,507 3,302 

OTHER STATISTICS 
Cash Flow from Operations ($000) (Note 2) 6,132 12,507 11,672 8,296 9,387 9,175 
Cash Flow per Common and Ordinary Shares ($) 2.02 4.12 3.84 2.73 3.09 3.02 
Ratio of Current Assets to Current Liabilities 2.32 22 2.34 2.03 1.56 1.58 
Plant & Logging Facilities 

Net Book Value ($000) 31,160 28,415 25,609 24,062 27,053 27,358 
Undepreciated Capital Cost ($000) 18,092 16,950 14,100 12,655 14,133 Not Available 
Interest on Long Term Debt — Times Earned = ive V3 6.6 4.6 Ore 
Interest on Total Debt — Times Earned — 10.2 13.4 3.8 PAT 3.0 
Number of Employees 3,880 4,190 4,175 4,260 4,223 4,596 

PRODUCTION STATISTICS 
Softwood Plywood (M sq. ft. 3%”) 430,746 464,257 457,970 442,297 421,547 401,618 
Hardwood Plywood (M sq. ft.) 325752 Alon 42,283 ofeh Cis) 36,257 25,452 
Softwood Lumber (MFBM) 321,344 274,936 325,839 307,956 247,696 254,769 
Hardwood Lumber (MFBM 25,014 23,226 23,007 22,765 26,430 18,090 


NOTES — 1. Ordinary Shares are entirely held by U.S. Plywood-Champion Papers Inc. 


No dividends have been paid on these shares . 


2. Cash Flow is Net Income plus Depreciation, Depletion and Amortization and Change in Deferred Income Taxes. 


- GORDON BOWELL 


Gordon Bowell is the newly- 
elected president & chief executive 
officer of our company. He suc- 
ceeded Roger Montgomery who has 
moved to New York to become presi- 
dent & chief operating officer of the 
Building Materials Group of U.S. 
Plywood-Champion Papers Inc., 
which owns 74 per cent of Weldwood 
of Canada. Mr. Montgomery, who 
continues as a director of Weldwood, 
has also been elected a member cf 
the board of directors and an execu- 
tive vice-president of the parent 
company. 


Mr. Bowell was formerly president 
& chief executive officer of Rayonier 
Canada (B.C.) Ltd., which he joined 
in 1964. He had previously been with 
MacMillan Bloedel Ltd., rising to the 
position of vice-president and gen- 
eral manager, pulp and paper. He 
was recently re-elected chairman of 
Seaboard Lumber Sales Co. Ltd., a 
cooperative export selling organiza- 
tion of which Weldwood of Canada 
is a member. 


He was born in Vancouver, gradu- 
ated from Queen’s University with a 
bachelor of arts degree in economics 
(honors) and won a Rhodes Scholar- 
ship. He holds an MBA from the 
Graduate School of Business Admin- 
istration, Harvard University. During 


During the year ended December 31, 1970 your Company had a net loss, after 
payment of preference share dividends and allowances for income tax refunds, 
of $1,399,000 or 46 cents per common and ordinary share, compared with a net 
profit of $6,026,000 or $1.98 per share in 1969. 


Net sales in 1970 were $119,748,000, compared with $137,078,000 for the pre- 
ceding year. 


The year 1970 was one of severely depressed conditions in our main market 
areas, the selling of lumber, plywood and other building materials for housing, 
other construction and related activities. 


The efforts of both the Canadian and U.S. governments to control inflation 
resulted in tight monetary policies, in very high mortgage costs, in drastic credit 
restrictions, and in a sharp drop in spending on housing and general construction. 
These were all external factors beyond our control. Their impact has now run its 
course, and the general consensus of forecasts is that housing will make a marked 
resurgence in 1971. The cumulative effect of the 1970 deferrals of demand for 
housing, added to the normal 1971 demand, gives indication of good markets for 
lumber and plywood in the year ahead. 


UNAVOIDABLE LOSSES 


As stated in our quarterly reports, our operations suffered severely from the 
effect of labor disruptions in closely related industries. There was a six week 
towboat strike, a lengthy strike of eight pulp mills, two B.C. longshoremen strikes, 
and a work stoppage of construction trades that lasted almost three months. We 
were not a party to any of these disputes, but they resulted in extremely heavy 
losses to the Company. At the same time, two serious work stoppages occurred in 
our own operations. Our largest plywood mill was strike-bound for 14 weeks and 
a smaller one for 14 days. 


We estimate that the revaluation of the Canadian dollar, on a yearly basis, has 
reduced our net profit, before taxes, on export sales by $1,000,000. 


COST EFFICIENCY 


With regard to areas that could be influenced by management action, cost 
efficiency programs were intensified during the year. For example, a highly auto- 
mated plywood assembly system was installed in one of our major West Coast 
plywood plants. Productivity was also increased in our other large B.C. plywood 
mills, in our sawmills, and in our logging camps by using more efficient machinery 
and plant layout, and by more effective work methods. 


FINANCE 


In order to strengthen our financial position, we continued throughout the year 
a major program of cash management and working capital reduction. Inventories 
were reduced by $3,400,000 or 11 per cent below the level prevailing at the end 
of the previous year. Accounts receivable were reduced by $4,200,000 or 23 per 
cent largely because of the decline in sales, but the quality of our accounts was 
maintained despite the difficult economic conditions faced by many of our cus- 
tomers in 1970. As a result of these and other economies, bank loans during the 
year were reduced by $6,100,000, from $14,300,000 to $8,200,000. 


the Second World War, he served as 
a major on the general staff of 
the First Canadian Army and was 
awarded an MBE during service in 
northwest Europe. 


ROGER MONTGOMERY 


Mr. Montgomery came to Weld- 
wood in 1967 as executive vice- 
president in charge of operations 
and was appointed president in 
1968. He joined Weldwood’s parent 
company in 1949 as an internal audi- 
tor, acquiring a thorough knowledge 
of its financial, logging, manufac- 
turing and sales operations through 
advancing to positions of ever- 
increasing responsibility. Prior to 
coming to Canada, he was vice- 
president in charge of West Coast 
manufacturing of U.S. Plywood- 
Champion Papers. 


In his capacity as president & 
chief operating officer of the build- 
ing materials group of U.S. Plywood- 
Champion Papers, Mr. Montgomery 
has overall responsibility for the 
operations of four divisions which in- 
clude U.S. Plywood, Weldwood of 
Canada, Lewers and Cooke, Hawaii, 
and a new diversified products divi- 
sion consisting of 10 operating 
companies. 


CAPITAL EXPENDITURES 


Because of poor business conditions, capital expenditures were kept to a mini- 
mum. Aside from $5,142,000 for plant, equipment and timber holdings acquired with 
Canim Lake Sawmills Ltd. and M & W Logging Co. Ltd., capital expenditures, 
including logging roads, totalled only $6,644,000, a reduction of $2,294,000 from 1969. 


MANUFACTURING 


Manufacturing facilities were well maintained and a program of modernization 
was continued. Through the purchase of Canim Lake Sawmills Ltd. we acquired 
a plywood mill and two sawmills at 100 Mile House in the Central Interior Region 
of B.C. We started construction of a modern hardwood sawmill at Huntsville, Ont., 
which will be larger and more efficient than the facility it replaces. 


Production in 1970 and that planned for 1971 are shown below: 


1970 1971 
All lumber (feet, board measure) 346,000,000 390,000,000 
Softwood Plywood (sq. ft., ¥” basis) 431,000,000 524,000,000 
Logs (board feet log scale) 499,000,000 621,000,000 


TIMBER AND LOGGING 


We have greatly strengthened our timber position in the Central Interior Region 
of B.C. through the acquisition of Canim Lake Sawmills. Their extensive timber 
holdings have been consolidated with Weldwood’s to provide the basis for more 
economic logging operations in the area. 


With the completion of the new sawmill at Huntsville, the Company will be able 
to utilize smaller and lower quality hardwood logs than presently required. This 
will result in much more efficient and increased utilization of our timber holdings 
in the Muskoka district of Ontario. 


During the year, we continued our program of consolidating our B.C. Coast 
Logging operations into fewer but larger and more efficient units. We also made 
extensive improvements to housing and logging facilities at Gilford Island, Toba 
Inlet, Goat Lake and Clowhom. 


The Company also intensified its reforestation program, planting some 800,000 
seedlings. Weldwood has always maintained high forest management standards 
in order to preserve the natural environment and to protect, improve and increase 
the amount of timber in our Tree Farm Licences. Our timber reserves in B.C. and 
Ontario now stand at 12 billion board feet. 


MARKETING 


The Company has introduced changes in its domestic sales operations that have 
already begun to reduce costs and further improve delivery service through 
extending the operational range of the larger branches. In line with this policy, a 
large modern warehouse was opened in Kingston, and the branch warehouse 
facilities in Vancouver and Saskatoon were enlarged. In 1971 we plan to improve 
and increase our warehousing facilities in Toronto, Windsor, Thunder Bay, and 
are considering opening a warehouse in Victoria. 


To strengthen our program of increasing export sales, we engaged Robert E. 
Howlett, who has had many years’ experience in forest products export marketing. 
Mr. Howlett serves as Manager, Manufacturing Sales and Export Marketing. 


During 1970, the Company increased its activities in 
the domestic market through promotions and broadened 
contacts in the dealer and industrial fields, with special 
emphasis on mobile home and travel trailer manufac- 
turers. The marketing department also further increased 
our sales of building materials by concluding arrange- 
ments for the exclusive distributing rights of products 
made by other manufacturers requiring a strong and com- 
prehensive distribution system across Canada. 


CARIBOO PULP MILL 


We are pleased to report that construction at Quesnel 
of the 750 ton-a-day bleached kraft pulp mill being built 
in equal partnership with Daishowa-Marubeni Interna- 
tional Ltd. is proceeding on schedule. The magnitude of 
the project is described and pictured on page 13. Our 
partners and ourselves are determined that the mill will 
contain the most modern equipment and safeguards to 
control air and water pollution. Cariboo Pulp is spending 
an estimated $6,000,000 toward that end. We are confident 
the mill, after it becomes fully operational in the last half 
of 1972, will begin to contribute substantially to our 
earnings. 


The mill will make a major contribution to the economy 
and employment of Quesnel. In addition, our plans to use 
hog fuel from local sawmills to operate our highly efficient 
modern power boiler will help to reduce the air pollution 
now caused by the many small waste burners in the 
district. 


EMPLOYEE RELATIONS 


We would like to express our appreciation of the con- 
certed effort made by our division and department man- 
agers and their staffs to control costs and improve 
efficiencies during a difficult year. 


As the result of two-year settlements with the Interna- 
tional Woodworkers of America, the Company’s annual 
wages have increased by $2,400,000 in the first year and 
$4,800,000 in the second. These settlements occurred at 
a time when the depressed state of the market made it 
impossible to increase softwood lumber and plywood 
prices, which had fallen to levels one-third to one-half 
below those prevailing in the first half of 1969. 


MANAGEMENT 

Early in January, Gordon Bowell was appointed 
President & Chief Executive Officer, replacing Roger 
Montgomery who has been named President & Chief 
Operating Officer of the Building Materials Group of U.S. 
Plywood-Champion Papers Inc. Mr. Bowell was also 


elected to the Board of Directors, and appointed a mem- 
ber of the Management and Executive Committees of 
Cariboo Pulp & Paper Company. Sander P. Alexander, 
Vice-President, Finance, U.S. Plywood-Champion Papers 
Inc., has also been elected to Weldwood’s Board of 
Directors. 


Thomas A. Buell, formerly General Manager in charge 
of our Coast and Central Manufacturing Divisions, has 
been appointed Vice-President, Manufacturing. He 
assumes the responsibilities of the late James D. Mc- 
Carthy who had served the Company with distinction 
since 1946. 


With the retirement of Larry T. Marshall as Vice- 
President, Coast Logging, because of ill health, Esmond 
R. Preus was appointed to that position. Geoffrey H. 
Tullidge retired during the year. He had contributed a 
great deal to the growth of the Company during many 
years of service as Vice-President, Sales, and continues 
as a Director. 


FORECAST 


The Company is in an excellent position to take ad- 
vantage of opportunities during 1971. As already men- 
tioned, we haxe expanded both lumber and plywood 
capacity in anticipation of increased demand. Estimates 


on housing starts in the United States range between 


1,700,000 to 1,800,000 units, compared with 1,400,000 
in 1970. In Canada, 1971 forecasts are for 210,000 to 
215,000 units, compared with 190,500 in 1970. Since all 
major labor contracts will prevail during 1971, we expect 
continuous production throughout the year. 


The long-range outlook for growth in the markets 
served by Weldwood is also excellent. The priorities of 
our society include more and better housing, better edu- 
cation and schools, more leisure time, with facilities for 
travel, vacation homes and trailers, as well as urban re- 
newal, with improved facilities for transportation, shop- 
ping, recreation, and other amenities. All of these major 
priorities are growth areas for an increasing demand for 
lumber, plywood, and our other building products. 


We are confident that Weldwood, in the years ahead, 
will play an increasingly important role in supplying the 
products and services needed for this dynamic growth. 


[lage PO GO"F Ef fi euuth 


ROGER MONTGOMERY 
Past President 


GORDON BOWELL 
President 


DISTRIBUTION OF SALES DOLLAR 


Year Ended December 31, 1970 


Plywood — softwood 


— hardwood 


Veneer 


Lumber — softwood 


— hardwood 


Logs 


Other products 


TOTAL 


% — 1970 


— 1969 


_ NET SALES IN MILLIONS OF DOLLARS 


1965 


1966 


1967 
° 


1968 


1969 


Domestic 


35,852 
15,542 


51,394 
5288 
10,620 
_1;806 
11,926 
8,282 
1,786 


87,626 


1970 


U.S. 


21 


if 


IN THOUSANDS OF DOLLARS 


Overseas Total 

6,289 42,162 
2 15,688 
6,291, 57,850 
eee 1,832 
10,298 32,994 
4 2,357 
10.302 35,351 
— 8,282 
253 16,433 
16,846 119,748 
14.1 100.0 
ier 100.0 


Y 


1969 
38.4 


NET INCOME IN MILLIONS OF DOLLARS 


1965 


1966 


1967 1968 


1969 


te 


1970 


WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATED INCOME 


a 


YEARS ENDED DECEMBER 31 
Sales 


Costs: 
Cost of sales 
Selling, shipping and warehouse 
General and administrative 
Remuneration to directors 
Interest expense — current 


— long term 


Other Income: 
Gain on the disposal of fixed assets 
Interest income 
Other 


Income (loss) before income taxes 
Provision for (recovery of) income taxes 
Net income (loss) 


Net income (loss) per Common and Ordinary Share (Note 7) 


Costs Include the Following: 
Depreciation 
Depletion 
Amortization of logging roads 


Amortization of other assets 


CONSOLIDATED RETAINED EARNINGS 
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YEARS ENDED DECEMBER 31 
Balance at beginning of year 


Net Income (loss) 


Deduct dividends paid or accrued: 
Preference shares 


Common shares 


Balance at end of year (Note 6) 


1970 
$119,748,000 


105,302,000 
7,259,000 
7,592,000 
195,000 
1,142,000 
876,000 
122,366,000 

( 2,618,000) 


87,000 
261,000 
299,000 

( 1,971,000) 
( 1,041,000) 

$(__ 930,000) 

$(0.46) _ 


$ 3,052,000 
1,610,000 
1,443,000 

___ 57,000 

$ 6,162,000 


1970 

$ 18,018,000 
B(32220,000) 
__17,088,000 


469,000 
____ 400,000 
869,000 
$16,219,000 


The accompanying notes are an integral part of these financial statements. 


1969 
$137,078,000 


107,900,000 
7,218,000 
7,616,000 

150,000 
653,000 
872,000 

124,409,000 

12,669,000 


620,000 
263,000 
____ 482,000 
14,034,000 
__7,719,000 
$ 6,315,000 


$1.98 


$ 2,869,000 
1,542,000 
1,624,000 

57,000 
$26,092,000 


1969 

$ 12,392,000 
___ 6,315,000 
18,707,000 


289,000 
___ 400,000 
689,000 
$18,018,000 


WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATEL 
Se Sg gS EN TE a TE 5 ST EL DE PE a a eS 
ASSETS 
December 31 1970 1969 
CURRENT: 
Short term deposits $ 159,000 $ 1,624,000 
Accounts receivable 13,797,000 18,021,000 
Accounts receivable from affiliate _ 356,000 
Income taxes recoverable 1,497,000 — 
Inventories (Note 2) 28,398,000 31,800,000 
Prepaid expenses 597,000 498,000 
44,448,000 52,299,000 
INVESTMENTS AND DEFERRED COSTS: 
Timber deposits 414,000 473,000 
Long term receivables 603,000 603,000 
Investment in Cariboo Pulp & Paper Company (Note 8) 706,000 984,000 
Investment in 50% owned companies (Note 1) 224,000 221,000 
Financing expenses 479,000 500,000 
Other 77,000 ___ 238,000 
__ 2,503,000 3,019,000 
TIMBER HOLDINGS AND LOGGING DEVELOPMENT (Notes 1 and 3): 
Timber holdings 11,953,000 9,505,000 
Logging development 5,477,000 4,738,000 
_ 17,430,000 14,243,000 
PLANT, PROPERTY AND EQUIPMENT (Notes 1 and 3) 66,486,000 58,525,000 
Less accumulated depreciation 36,044,000 29,803,000 
30,442,000 28,722,000 
$94,823,000 $98,283,000 


3ALANCE SHEET 


December 31 
CURRENT: 
Bank loans, secured 
Accounts payable 
Accounts payable to affiliate 
Accrued liabilities 
Income taxes payable 
Current instalments of long term debt 


LONG TERM DEBT (Note 4) 
DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY: 
Share capital (Note 5) 
Contributed surplus — no change 
Retained earnings (Note 6) 


On behalf of the Board: 
ROGER MONTGOMERY, Director 
GORDON BOWELL, Director 


LIABILITIES 


1970 


$ 8,242,000 
5,440,000 
692,000 
3,282,000 


1,491,000 
19,147,000 


13,124,000 
6,700,000 


34,989,000 
4,644,000 
16,219,000 
55,852,000 


$94,823,000 


The accompanying notes are an integral part of these financial statements. 


1969 


$14,335,000 
4,508,000 


3,634,000 
1,112,000 
__1,046,000 
24,635,000 


13,497,000 
__ 5,800,000 


31,689,000 
4,644,000 
18,018,000 
54,351,000 


$98,283,000 
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WELDWOOD| OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATED SOURCE AND USE OF FUNDS 


YEARS ENDED DECEMBER 31 
SOURCE OF FUNDS: 
Funds provided from operations: 
Net income (loss) 
Depreciation, depletion and amortization 


Increase in deferred income taxes 


Sales and retirements of fixed assets 
Preferred Shares (Note 5) 
Other 


USE OF FUNDS: 
Plant, property and equipment 
Timber holdings 
Logging development 
Reduction of long term debt 
Dividends 


Increase (decrease) in working capital 
Working capital, beginning of year 


Working capital, end of year 


1970 


$(_ 930,000) 
6,162,000 
900,000 
6,132,000 
774,000 
3,300,000 
459,000 
10,665,000 


5,660,000 
4,085,000 
2,041,000 
373,000 
869,000 
13,028,000 


(2,363,000) 
27,664,000 
$25,301,000 


The accompanying notes are an integral part of these financial statements. 


1969 


$ 6,315,000 
6,092,000 
100,000 
12,507,000 
1,012,000 


151,000 
13,670,000 


6,103,000 
1,036,000 
1,799,000 

310,000 


689,000 


9,937,000 


3,733,000 


23,931,000 
$27,664,000 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1970 


er SS... 


Note 1. Principles of Consolidation 


The Company follows the practice of consolidating all wholly- 
owned subsidiaries. Investments in and advances to 50% owned 
companies are recorded at cost, adjusted for changes in their 
retained earnings since acquisition. 


The unamortized excess of the purchase price of all the common 
shares of the wholly-owned subsidiary companies (Weldwood 
of Canada Sales Limited, Canim Lake Sawmills Ltd. and M. & W. 
Logging Co. Ltd.) over the book value of net assets, amounting 
to $7,039,000, has been included on consolidation in timber 
holdings ($5,788,000) and plant, property and equipment 
($1,251,000). The appraised value of timber holdings and plant, 
property and equipment is in excess of the carrying value. 
During the year ended December 31, 1970, $238,000 of the 
excess was amortized and charged to income. 


Note 2. Inventories 
Inventories are stated at the lower of cost or net realizable 


value: 1970 1969 

Logs $ 9,609,000 $10,694,000 
Lumber 4,290,000 3,895,000 
Veneer 1,676,000 2,625,000 
Plywood 10,019,000 11,379,000 
Other 2,804,000 3,207,000 


$28,398,000 $31,800,000 


Note 3. Fixed Assets 


A. Timber holdings and logging development: 
17 1969 


$23,965,000 $19,907,000 
12,012,000 10,402,000 


$11,953,000 $ 9,505,000 


Timber Holdings — Cost 
— Depletion 


Logging Development — 
Cost $13,158,000 $10,976,000 
Amortization 7,681,000 6,238,000 


$ 5,477,000 $ 4,738,000 


B. Plant, property and equipment: 


1970 1969 
Accumulated 

Cost Depreciation Net Net 
Land $ 4,759,000 $ — $ 4,759,000 $ 5,045,000 
Buildings 16,620,000 8,397,000 8,223,000 6,014,000 
Leasehold 
improvements 770,000 430,000 340,000 244,000 
Machinery & 
equipment 35,887,000 23,386,000 12,501,000 12,016,000 
Logging 
equipment 7,442,000 3,831,000 3,611,000 3,181,000 
Construction 
in progress 1,008,000 _— 1,008,000 2,222,000 


$66,486,000 $36,044,000 $30,442,000 $28,722,000 


Note 4. Long Term Debt 


Long term debt comprises: 1970 _ 1969 
6% % First Mortgage and Collateral 
Trust Bonds, Series B, due 
September 30, 1984 
Other secured liabilities 


$12,920,000 $13,800,000 
1,695,000 743,000 


14,615,000 14,543,000 
1,491,000 1,046,000 


$13,124,000 $13,497,000 


Less current instalments 


Instalments on long term debt payable each year for the next 
five years are: 


1971 $1,491,000 
1972 $1,494,000 
1973 $1,044,000 


Under the terms of the Trust Deed securing the 6%% First 
Mortgage and Collateral Trust Bonds, Series B: 


(i) The Company pledged all of its tangible and intangible 
assets by way of fixed or floating charges securing the 
bonds. 


(ii) So long as any of the bonds are outstanding, the Company 
is prohibited from paying dividends (except stock dividends) 
or making any other distribution on any class of its shares 
except to the extent of 70% of the consolidated net earnings 
(defined in the Trust Deed securing the bonds) of the 
Company accumulated after April 1, 1964, plus $1,600,000 
and provided that any such dividend shall not have the 
effect of reducing consolidated tangible net worth (defined 
in the said Trust Deed) below $22,500,000, or reducing con- 
solidated working capital (defined in the said Trust Deed) 
below $8,000,000. At December 31, 1970 the maximum 
dividends permitted by the Trust Deed were $11,657,000. 


(iii) At the end of every six months up to and including March 
31, 1984, the Company is to provide an amount of $440,000 
to redeem an equivalent amount of the outstanding bonds. 
The final payment for the bonds of $1,040,000 is due on 
September 30, 1984. 


1974 $880,000 
1975 $880,000 


Note 5. Share Capital 


A. Authorized and Outstanding 
The authorized and outstanding share capital at December 
31, 1969 was as follows: 
Outstanding Share Capital 


Number 
of Shares 


Amount 


5% % Cumulative Redeemable 
Preference Shares, Series A with 
a par value of $20 each; 
authorized 275,000 shares 


Series B Preference Shares with a 
par value of $20 each; 
authorized 225,000 shares —_ — 


5V2% Cumulative Redeemable Second 
Preference Shares with a par 
value of $100 each; authorized 
300,000 shares — — 


Common Shares without nominal 
or par value; authorized 
1,000,000 shares 800,000 


Ordinary Shares without nominal 
or par value; authorized 
3,000,000 shares 


December 31, 1969 


275,000 $ 5,500,000 


8,752,000 


2,237,682 17,437,000 
$31,689,000 


Changes in 1970: 

(i) During 1970, the Company was 
authorized to issue an additional 
1,000,000 Common Shares without 
nominal or par value. 
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(ii) In addition, 55,000 5%2% Cumulative 
Redeemable Second Preference 
Shares with a par value of $100 each 
were reclassified and subdivided 
into 220,000 $1.50 Cumulative 
Redeemable Convertible Preference 
Shares without nominal or par value. 
These shares were issued in partial 
consideration for the common shares 
of Canim Lake Sawmills Ltd. 


December 31, 1970 


220,000 3,300,000 


B. Special Provisions of Preference Shares 
(i) 5% % Cumulative Redeemable Preference Shares, Series A: 

The redemption price is $20 per share plus unpaid dividends 
accumulated to the date of redemption plus a premium on 
the sum of $20 as follows: 

5.25% if redeemed on or before March 15, 1971 

4.25% if redeemed on or before March 15, 1976 

3.25% if redeemed on or before March 15, 1981 

2.25% if redeemed on or before March 15, 1986 

1.25% if redeemed thereafter 


(ii) 5%2% Cumulative Second Preference Shares: 
The redemption price is $100 per share plus unpaid divi- 
dends accumulated to the date of redemption. 


(iii) $1.50 Cumulative Redeemable Convertible Preference 
Shares: 


Any holder can at his option at any time convert these 
shares on the basis of one common share for one redeem- 
able convertible preference share. 


The redemption price after June 15, 1980 is $25.00 per share 
plus unpaid dividends accumulated to the date of redemp- 
tion. The Company may redeem these shares at any time 
after June 15, 1975 for $25.00 per share plus unpaid divi- 
dends if the common shares of the Company maintain a 
level of at least $30.00 for a minimum of 90 consecutive 
days between June 15, 1975 and June 15, 1980 on the Van- 
couver or Toronto exchange. 


C. Options to Purchase Common Shares 

On July 14, 1970, the Company granted options to purchase 
43,000 Common shares to certain full-time officers and key 
employees. The options were granted at 90% of the then 
prevailing market price and are exercisable cumulatively 
one-third after July 14, 1973, one-third after July 14, 1974, 
and the final one-third after July 14, 1975, but before July 
13, 1980. A further 7,000 shares have been reserved from 
treasury for the granting of future options. 


Note 6. Dividends 


A. Certain limitations are imposed on the payment of dividends 
on Common and Ordinary shares by the Trust Deed securing 
the 6%% First Mortgage and Collateral Trust Bonds (see 
Note 4) and by the Underwriting Agreement of the 275,000 
5% % Cumulative Redeemable Preference Shares, Series A. 


B. Under the terms of issue of the Ordinary and Common shares, 

dividends per share paid on Ordinary shares may not exceed 
dividends per share paid on Common shares from the date 
of issue but, where dividends paid on Ordinary shares are 
less than those paid on Common shares, dividends may be 
paid to the holders of Ordinary shares up to an amount equal 
to the total dividends on each Common share. 
At December 31, 1970, dividends of $3.125 per share had 
been paid on Common shares and no dividends had been 
paid on Ordinary shares. (Held entirely by U.S. Plywood- 
Champion Papers Inc.) Dividends of $6,993,000 may be paid 
on Ordinary shares before further dividends on Common 
shares are necessarily declared. 


Note 7. Earnings per Share 

For the purposes of computing earnings per share, the net 
income or loss is adjusted for dividends paid on the 54% 
Series A Cumulative Redeemable Preference Shares. 
Furthermore, in computing earnings per share the net loss in 
1970 has also been adjusted for dividends paid on the 220,000 
Cumulative Redeemable Convertible Preference Shares which 
were issued on June 15, 1970. 


Note 8. Commitments 

A. The Company and Daishowa-Marubeni International Ltd. have 
formed a partnership (Cariboo Pulp & Paper Company) to 
build a 750 ton-a-day bleached kraft pulp mill at Quesnel, 
British Columbia. The total cost of the project is estimated 
to be $85,000,000 which will be provided by the partners 
jointly during 1971 and 1972. 


B. The Company is obligated to pay an annual rental of 
$188,000 U.S. throughout the period ending December 31, 
1987, under a leaseback agreement covering sixteen pro- 
perties previously owned. The Company may repurchase 
any or all of the properties prior to the expiration of the 
lease upon payment of certain sums. $1,628,000 U.S. repre- 
sents the present value of the total consideration to be paid 
(computed at 9% rate) for annual rentals during the inter- 
vening period and to repurchase all the properties on De- 
cember 31, 1987. 


C. The Company has entered into a lease agreement terminating 
March, 1990, for office space at an annual rental of $200,000. 
The office space formerly occupied is now used to provide 
additional facilities required by the Vancouver Branch 
warehouse. 


Note 9. Event subsequent to Date of Auditors’ Report 
By letter dated March 8, 1971 the Company has been requested 
by the Department of National Revenue to indicate reasons why 
a re-assessment should not be issued disallowing the interest 
expense of the 6% % First Mortgage and Collateral Trust Bonds, 
Series B for the period March 10, 1966 to December 31, 1968. 
This disallowance, if effected, would involve additional taxes and 
interest of approximately $1,600,000. 

In the event that an assessment is levied, it is the Company’s 
intention to appeal such assessment, as it is the opinion of legal 
counsel that the said interest is deductible from taxable income. 


AUDITORS’ REPORT 


To the Shareholders of Weldwood of Canada Limited: 


We have examined the consolidated balance sheet of WELDWOOD OF CANADA LIMITED (a British Columbia company) and 
subsidiaries as of December 31, 1970, and the consolidated statements of income, retained earnings and source and use of funds for 
the year then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. We have 
previously examined and reported on the consolidated financial statements for the preceding year. 

In our opinion, the accompanying consolidated balance sheet and consolidated statements of income, retained earnings and source 
and use of funds present fairly the financial position of Weldwood of Canada Limited and subsidiaries as of December 31, 1970, and the 
results of their operations and the source and use of funds for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 
Vancouver, Canada 


ARTHUR ANDERSEN & CO., 
January 17, 1971. 


Chartered Accountants. 


CARIBOO PULP & PAPER 
PROJECT WELL UNDER WAY 


Cariboo Pulp & Paper Company, jointly owned in an equal 
partnership by Weldwood of Canada and Daishowa-Marubeni 
International Ltd., has already awarded contracts in excess of 
$35 million for equipment and services and built a 500-foot long 
$1 million railway bridge across the Quesnel river to link the mill- 
site with the mainline of the Pacific Great Eastern Railway. 


Now under construction on a 680-acre site, the mill is ideally 
situated for its wood, electric power and natural gas require- 
ments, as well as hog-fuel from nearby sawmills and water from 
the Quesnel river shown in the background of the sketch. Cariboo 
pulp, made from long-fibred spruce, Douglas fir and lodgepole 
pine, will have outstanding quality characteristics. 


Placed end-to-end, the main buildings of the $85 million pro- 
ject would extend a distance of about 1,300 feet, equal in length 
to four football fields, The continuous digester building will be 
250-feet tall, the height of a 20-storey apartment house. For 
protection against weather, all facilities will be completely 
enclosed. 


The company is striving to make the mill the most pollution 
free in North America. No other kraft pulp mill will have more 
efficient equipment to control particulate emissions and mini- 
mize odor. Every possible device or safeguard to assure con- 
tinued control even in the event of malfunction of equipment or 
carelessness of an employee is being incorporated into both air 
and water pollution systems. 


When the mill becomes operational in the last half of 1972, 
it will provide employment for 315 permanent mill employees 
with an annual payroll of $3.4 million. 
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This is what the 750 ton-a-day bleached kraft 
pulp mill, now under construction at Quesnel, 
B.C., will look like when it becomes operational 
in the last half of 1972. The aerial photo below, 
taken by Peter Miller, editor of the Cariboo 
Observer, clearly shows the magnitude of the 
project. 
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These massive tractor-trailers, each capable of carrying 100 tons 


of logs, are ready to make the 16-mile trip from the Toba logging 
camp to tidewater at the head of Toba Inlet. 


The Company has erected a number of attractive prefabricated 
homes in an architecturally designed logging community at Toba, 
150 miles northwest of Vancouver. The townsite has its own air- 
strip, modern sewage treatment system, electric power and water 
supply and outdoor lighting systems. The Company has begun 
erecting similar single-family dwellings at Gilford Island. 
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WINDSOR C 


WELDWOOD OF CANADA SALES LIMITED 


Western division head office: 
Vancouver 


Branches: 
Vancouver, Calgary, Edmonton, Regina, Saskatoon, Yorkton’, 
Winnipeg 


Central division head office: 
Toronto 


Branches: 
Thunder Bay, Sault Ste Marie*, Sudbury, Kirkland Lake, 
Windsor, London, Hamilton, Toronto, Orillia, Kingston 


Eastern division head office: 
Montreal 


Branches: 
Ottawa, Montreal, Sherbrooke, Trois-Rivéres, Quebec, Saint 
John*, Dartmouth, St. John’s* 


*Depots 


0 


DARTMOUTH 


TIMBER 


PLANTS 


Numeral in plant symbol denotes m 
number of plants at one location 


SALES BRANCHES © 


WELDWOOD OF CANADA LIMITED 


MANUFACTURING DIVISIONS 
COAST MANUFACTURING: 


Ash Street: Specialty plywood plant in Vancouver. Produces hard- 
wood plywood, graded poplar plywood, marine-grade plywood, 
woodgrain overlays, textured cedar sidings, Duraply overlaid 
sidings and other specialty products. 


Empire Lumber: Large hemlock sawmill at Squamish, B.C., in a 
district where company has extensive timber holdings. 


Flavelle Cedar: Large sawmill at Port Moody, B.C., specializing in 
Western Red Cedar lumber, sidings and panellings. 


Kent Avenue: Plywood plant in Vancouver. Produces graded fir 
and select sheathing, long lengths and cut-to-size plywood and 
fir sidings. 


Timberland Lumber: Sawmill in North Surrey, B.C., producing 
Douglas fir lumber and timbers in lengths up to 78 feet. 


T-Ply: Plywood plant in North Surrey, B.C. Produces Douglas fir 
plywood, cut-to-size panels and door skins. 
CARIBOO MANUFACTURING: 


Largest single employer in the Central Interior region of B.C. 
Carries out logging operations in an area of more than 12,800 
square miles. 


Cariboo Plywood and Veneer: Largest fir and spruce plywood 
sheathing and veneer plant in the world at Quesnel. 


Westree: Large spruce and fir planer and sawmill at Quesnel. 
Canim Lake Sawmills: a subsidiary with a plywood plant, planer 
and two sawmills at 100 Mile House, as well as extensive timber 
holdings in the region. 

CENTRAL MANUFACTURING: 


Operates in Ontario with headquarters in Woodstock. Has exten- 
sive timber holdings in the province. 


Huntsville: Hardwood flooring plant and sawmill. 
Longlac: Large poplar and spruce plywood plant. 
Searchmont: Veneer mill and sawmill. 


Woodstock: Hardwood plywood and prefinishing plant. 


COAST LOGGING 


Administers and operates all logging activities associated with 
the company’s extensive timber holdings on the mainland coast of 
British Columbia and on Vancouver Island. 


WELDWOOD 


High forest management standards enable us to preserve the natural en- 
vironment and protect, improve and increase the amount of timber in our 


Tree Farm Licences. As part of our reforestation program, we planted 
some 800,000 seedlings in 1970. 
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